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AUSTRIA

The Nationsl League, s recently-{ormed Auvstrian
pollitical group, 1s bDecoming a more obvicus Soviet tool of
of the political Right. Its prospects for wide support are
negligible; but 1ts dancer lies in the Posslbility that 1%
will become a cadre of activists fevoring the Soviet Union.
Appealing to embilttered ex-Nazls, ex~soldiers, and pane ’
Cerman pollticians, the League directs its call teo those who,
while opposing Communism, might favor cooperation with the
USSR as & means of personal galn. According to police
ostimates, the League may have obtained between 2,000 and
3,000 converts who ses in it s way of making themselves
feel important now, and of assuring their psersonail safety,
1f, as they have bean told, a future war is ineviteble.
Originally,appearing as the smaller of two rightist
groups which emerged in the wake of dlsintegration within the
Union of Indspendents (a group composed of numerous dissatis-
fied political elements, Including a large number of ex-Hazis),
the League has proved more successiul than the other small
group, and presently appears to recelve special Soviet support.
This support ig not obvious, however, for the League shuns
publieity, seems to have no irmediste political ambiticns,
and the Commmnist and Soviet press have carefully refrained
froa montioning 1t in any way. Nevertheless, known Seviet
pressure on Independent members to leave that crganization
and Join the League, French revelations that League A2dn
material is printed by a Crrmuni st publishing house,
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raports of a League llalson staflf with the Austrian
Communist Party, and repeated rumorsg that the League
racelives flnencisal support and protection from the Sovist
slemont are Indlcations, which, taken with the propaganda
themes auvanced by League spokesmen, reveal the Lesgueis
role as a Lool of Moscowa

The main line of the Leaguc that a "peoplets de~
moeracy” in Austria is inevitable and that sx=Nazis in
particular might just as well relax asnd enjoy it when it
somes, Ex~Nazls are urged to come to terms with the USSR,
not neeessarily through prefersncs, but from a recognition
of neceasity, however wnpopular 1t wmay be. The League has
declared that the USSR will never relingulsh control of
1ts zZons.

The dsnger of the Leaguefs appeal lies in the fact
that 1% is not pro~Commmist and can be readily polnted at
whatever defeatism may exist in Austria. AL present,
defeatism, even in the Sovliet Zoneo, is not generally apparent,

and, In vliew of the prolonged occupation of Austria, has
baen romarkable in its absence. Nevertheless, if the
Avstrians see no hope for the fubture, the continuing prescnce
of Soviet troops with alternnte ecapabilities for terroriza-
tion and promises may result in slowly emerglng Austrian
cooperation through such formg as the Natlonal Leagus.

B The S00-million schllling export ereadit puarantos

ropram recently a%"povad b¥ the Augtrian pariliament mey
iﬁ%revn'?ﬁﬁ OXpOT .P% ca%a Tt¥es of medium-sized soncerns
ant contiribute modestly to the contraction of the Austrlan
balance of payments deficit. -Desplte the considerable

Increase in the totel volume of credit granted cover the last
year end a half, commerclal banks have failed to provids
adequate credit faclilitles for msdium~sized and small firms.
In additlon the Government has been unsympathetiec to eredit
controls wvhich might have channeled private capital to the
most vasentlal businesses. Under the new program the Governw
ment pguarantees 80% of approved export notes of one to five
yearst duraticn. By this method, the average Austrian ox-
porter will be able to obtain credlt and thus will be placed
competitively on a par with his counterparts in other European
countries where guaranteed export credit plans exist. o
financlal meladjustments are expected from such a .arge-seals
financing effort, primarlly becaunse any inflationary tendencles
can be counteracted by reducing counterpart fund reisases.
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This progran 1s ancther of the recont aiforts made
by the Austrians to improve the mcchanles of exporting. To
date, however, the steps whilch have been taizen do not
overcoric the basie difficulties encountered by Austria as an
exporting natlon--hish manufacturing costs, Insufficient
market rescarchy, the high proflts to be galned by selling
domostically, and the laclz of modern industrial equinment.

SWITZEALAND

Swlss apprehenscions aboul a defense of wostern
Europe have grown with Cthe demonstration of US unresdiness in
KoT6d . NAS o consequoncs, uie owiss will urge greater ra-
Ermament in the Vest, including the rearmament of western
Germany, and will probsbly undertske a substantial increase
in their own military preparedness.

In both officlal confidences and press editorialsg,
the Swiss are making clear their hope that the US dwvaws the
sane conclusions from the Korean situation the Swiss have
drawn--nanely, that lend forces remain of critical importbance
and that only by military sbrengithh can the U35 hope teo redress
the balance of power in the world. MNever sanguine about ths
defense of Turope, the Swilss now believe that the problems of
such defense arc even greater than they had supposed. TLor
this reason there will probably be Increasing Swiss references
to tho need for a strengthenlng of US occupation forces in
Germany, a reestablishmont of Cerman military forece, and
greater western Duropcan preparedness. “he Swiss favor these
moves as the best juarantees of peace, for they believe that
the perceptlon of Wéstorn wealmess encourages the USSA to move
asgressively.

At the same time, Switzerlond will increase its own
efforts to strengthen its "armed neutrality"” through a bulld~-up
of 1ts military pover. This progran will require greatly in-
creaged expenditures, which the Siiss appear prepared Lo make.
The Pederal Council is oxpected shortly to approve a special
expendlture of something over one billion francs for equipment
for the Swiss army. Whlle the Swiss will undoubtedly seek
equlpment from the US, they will also attempt to buy from
eastern Furopean sources in order to maintain their neutrality
status as well as %o protect themselves in the event that
equlpment from Vestern sources proves difficult %o obtain. In
this connection, the Swiss are gquite capable of utilizing their
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control over the US order for rockets from Osrlikon and,
possibly for arms from Hispano~Suiza, as a means of
attempting to get what they want in the US.

FRANCE

Any incresse in France's defense efforts will be
condltlioned by domestic political considerations and the eX~
tent of additional US financlal assistance. The new Pleven -
Goverrment, in order to retain the support of the Soclalists,
mist heed thelr demands for a rise in real wages, thelr
warnings against economies at the expense of the ecivil
service, and their frequently critical attitude toward greater
military costs. The Socilalists have, moreover, inecreasingly
sliown the strength of thelr convictions by foreing Goverrments
out of office~«six in the past two years. At the same time,
Premler Pleven faces strong Right-of-Center opposition to any
net incresse in over-all expenditures, and to any reimposition
of economic controlse.

Fear already existas among the Socialists that =CA
ald will be diverted co military burpoges at the expense of
living standerds, and the Commmists have reminded the nation
of thelr chronlic warning that the ERP was designed to prepare
for war, not an improved standard of 1iving. Premier Pleven
himself has admitted publiely that, aside from the eoffect of
any curtailment of French production of consumer goods, a
rise iIn the prices of US roods would have an Inflationary
impaet on French prices, which might require a restoration of
economic controls. Furthermore, 1t is generally aclmowledged
in France that the tight budjetary situation and the definite
limitations on potential revenues sharply restrict the
Government ¥s freedom to cxpand military expenditures.

In the face of these major handieaps, Premier Pleven
has been cautious in stating France's posltion on the inecreased
defense requirements of the NAT countries. The Government now
plans todpropose for Parliament's approval an increase of only
about 207 in the 1951 French milltary budget, from 420 to 500
billion francs (§1.2 billion to $1.4 bilifon}. The French
represontatives at the London conference of NATO deputies
proposed the establishment of a joint fund for military pre-~
parations, to which each nstion should contribute in accordance
wlt: lts economic and financisal capabilities. The Promier
declaed that US military aid must teke & now form, financing,
through this joint fund, European production beyond present out-
put, rather than only continuing to deliver US arms to Farope .
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The French are likel to place increasing em hasig
&_Indo

on military aspoets ol Lh china problem, correspond nely
reduein; Eﬁefi efiorts to make Lhe Bao Dai political solution
workable. The French view 1s that the Vietnam situation now
calls primarlly for a milltary, rether than a political
solution, on the theory that the Vistnemese political
alleglance will be to the stronger side. The eritieal Far
FEast military situation and the failure of the political
solutlon sponsored by the US in Korea are being used to
support this position. In their analysls of the political
reaction to be expected in Indochina, the French under-
estimate the need to give the masses a steke in the Bao Dai
regime, spparently lgnoring the influecne which the Communists
have aecquired in other Far East countries by organizing

popular support. The French have now formally recommended.
that US economic ald be applied to projects that would
dirvectly aid :the military cffort. Tn previous informal
dlscussions, the Irench have suggested that counterpart
fun_s be used for the creation of the Vietnam army and that
ceeonomle aid be channeled into military road development. A

Carpentier, commander-in-chief In Indochina, as acting Migh
Cormissioner during Plgnonts ex:ended vacation in France.
Illtherto, an official of the civil administration has replaced
the Iligh Commlssioner during his frequent absences,

- Despite stronz opposition to the Schumari Plan from
powerful groups in Irance, 1t seems unlikely that Hheir
eombined effortc will be sufficient to prevent ratification
by the Frenech Parliament should s treaty be agreed upon by
the six negotiating countries. The opposltion groups draw
thelr support from influential elements in the National
Assembly on the extreme Left and Right, but this support would
have to be considerably asugmented in order to defeat a treaty.

The firmest opposition to the Plan comes from the
Communist~led General Confederation of Lebor (CGT), supported
in the Assembly by the 181 Commnist and follow-traveling
deputies. Opposition alse came initially from the stedl
producers. Then a large nuribor of them changed their stand,
provided that they would be consulted by the proposed Intere
national authority in matters regarding over-all plamming.
lore recently, however, the steel syndicate and the Patronat
(employers? assoclation), which drawe their support in
Parliament from the rightist parties, incicated that they
would try to whip back into line those olements within their
organizations which tend to favor the Schuman Plan,
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On the othor hand, the mechanical and eloctrical
industries, which employ about one million workers, are ore
ganizing, a special group to assist In planmnlng the Integra-
tion of industries, and will probably be able to countere
balance the opposition of the steel syndicate and the
Patronat. : ’ -

Thouch presently supporting the Schumean proposal,
the French Sociallists are demanding that sufficlent safe-
guards for the workers be embodied in the treaty. The
Sociallisis rccognize that, through the necessary closing of
inefficient plants, many workers will be temporarlly Jobless.
The Socilalist aim is to recelve assurances In the treaty that
these workers will find other employment, either in new
industriss or in expanding coal and steel plants, Schuman
and Monnet have indicated thelr appreclatlion of this problem,
and have gilven agsurances that adequate safeguards will be
provided.

If the Sociallsts chose to Join the parliamentary
forces already llkely to vote agalnst the Schuman Plan, a
treaty could be defeated in France. It 1s improbabls, how-
ever, that the Socialists willl want to take the responsibility
for Ene defeat of a Plan looked uponr wlth hope by millions of
Europeanse. -

ITALY

The large resources of lebor and cepital egulpmont
Idie Iin Italy could, by & moderate increase in
A iftary Production (AMP) assistance, be employod

to turn out a considereble amount of military squipment for
Western defénse without drawing dangerously on the present
e¢ivillan economy of Italy., If, however, the financing of
such a project were attempted by reallocatlion of TCA agsis-
tance, Italian economic and pollitieal stability would be
endangerecd.

Italy al present has 2 milllion persons fully uncme
ploy-d and possibly that nmany more only partially employed.
0f those over a third are skilled or semi~skllled workerss,
There 1s also & sizeablo unuscd plant capacity. The mechaniecal
industry 1s operating at only two-~thirds capacity, most of the
unemployed facllities belng ex-munltions planis. The shipe
building, textile, and other indusiriocs are capable of con-
siderably inereased production for military purposes with existe
ing facilitles. Although these umused faeilities are ineffi-
cilent from a competitive oconomlc viewpolnt, this factor is notb
Important for military purpcses.
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To utilize unused labor and equipment, dollar
asslatance under the ANMP program would be necessary to
obtaln raw materials and to renovate and retool facilltles.
llot only would defense onds be promoted, but the consequent
reduction of unemployment would weaken the Communist hold over
labor, at present strong in the mechanical and other industries
assoclated with military production. Experience has clearly
Indicated that the Communlst strength in a given scctor is,
at least in part, a function of the unemploymont situstion in
that soctor. The polltical advantage to the Covernment of
the Increased employment would be especially important in cass
of hostilitles,

Though the Peace Treaty imposes limits upon the
war materials Italy may produce, Italy could probably use its
unemployed facilltles to turn out-automotive parts, small
arms, textiles for military use, and various other i1tems,
without either violating the letter of the Peace Treaty or
creating an overly-attractive munitlons prize for the USSR,
should 1t overrun Lurope.

On the other hand, the direot conversion of LCA
allotments to militery purposes might produce in Italy a
atrongly adverss reaction, both economic and politieals
Communist mropaganda, which has all ged that the aim of the
ECA 13 economic and politicsl dominatlion of Italy for
imperlalist purposes, would be well served thereby, and the
fund of popular good-willl whieh has surrounded the work of the
ECA would be diminished. Moreover, the redirsction to military
ends of ECA efforts and of facilities now producing for
clvilian needs would add nothlng to the exploitation of Italy’s
unuged resources of men and equipment. Such redirection,
therclore, would unnocessarily endanger i economic and
political stabllit: of Italy without strengthening Italyvs
milltary capabilities as much as otherwise possible.

TI'E VATICAN

Recent reports Iindieate that the Vatd ean i1c scoking
to_dispei The imgression thot the Cathollc chureh 18 '
necessarlly an ad w 18 pregent op ) ovornment,
and that Eée Vallcan 1s using 1ts inlluence to persuade rranco
to resign., This pollcy has been in the process of crystalll-
zatlion for three years, and it is evident that during that
perlod events have strongthened the Vatican conclusion that

Dfurther close involvement with the Iranco regime ic a danger
for the Church. The attention given by Lhe loly See to the
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case of the Preterder, Don Juan and to the Catholic opposi-
tlon &5 presented by such leaders as G11 Robles and

Aguirre, shows a deslire on the part of the Vatiean to welgh
the possibilities of = peaceful transition to an alternative
regime under which the interosts of the Churech will not
suffer,

The considerations involved have boen repeatedly
presented to members of the Spanish hierarchy through wvarious
emlsgsaries in contact with the Vatican and Franeo has been
urged through them to modify his policies. Iore pointedly,
the reception in Rome accorded to Franco's personal repre-
sentatives during Holy Year are only to be taken as = rebuke
to the Chief of Stats, following his obvious efferts to
extract from the Holy Sec some expresslon of favor for the
regime as 1t stands, an exprossion which could be used to
political advantage. Franco's wife was not . presented with the
Golden Rose customarily given to wives of c¢hiefs of state
a3 a murk of vatican favor. On the other hand, Don Jusn
was accorded an attentive reception when Le eame %o inguire
about the Pope's views on a return of the monarcehy. Pope
Pius assured Don Juan that he has always considered Franco
as temporary, The Pretender and hls entourage feel assured,
28 a result of these conversations, that if Don Juan could
show substantial evidence of the support of the Spanish
people and & clear prospect of eventual political and
cconomic all from the principal Western Poiers, the Vatican
would not withhold its support of Don Juan,

Franco's reacii on to such &n attitude on the part
of the Vatican undoubtedly is onc of deep concern. He is,
however, presumably eseribing the Vatiean's attitude to
international Injustlee, laeck of understanding, and intrigues
on the part of Spanlards in his own entourage as woll asg in
the oppesition. Y“herefore, 1t continues to be most unlikely .
that Franco will altor his pollcles in response to the
Vatlcan's indirect sugsestions,

Ihe reecent encyclieal of Pope Plus XIT exhorting the
Hoxrld to attaln peace by prayers and remince Ta It firs%
officlal\atlcan statomont made as a direct reply to the
Stockholm peace appeal. While beseeching the heads of g1l
governments to make every effort to attain peace, the Pope
aspealed primarily to Lhe Soviet Unlon, denouncing Communist
tactics based on falsehoods, and urglng Moscow to follow the
Christian prineiples of "truth, justice and charity."

= 1l =
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Tho success of the Commmnist "peaco campaign"
hag presentod a difficult problem to the Vatican and 1ts
followers. !Nany prominent non~-Cormunists, including some
members of the Roman Cathollic lalty and clergy, motivated
by a sincere desire for peaco, have slgned the Stociholm
appeal. The appeal has been used in eofforts not only to
stir-up anti~US feeling, but also to undermine the .loman
Catholie Chureh. “lhose of the elorgy whe have refused to
sign the Stockholm asppeal have been accused of following
the "warmongering policy" of the Vatlean and Western
imperialists. Despite statements by various Catholie
organizations as to the hypoeritical nature of the
Communists "peace campaign” in contrast to the Vatican's
genuine aim of world pesce, some Catholles, prior to ths
Korean invesion, were being duped by the innocent-sounding
appeal to outlaw the atomlc bomb. :

Thus Pope Pius' new encyclical, definltely stating
the Churecht®s stand on peace and purposely omitting any
refercnce to banning the atomic bomb, gives the Catholle
clergy a conerete weapon with which to counteract the
Cormmunist drive for "peace®™, The Church can be expected %o
follow up this encyelical with propaganda and action intended
to impress upon Cathollcs the ers to Christianity inherent
in the Communist "peace campaign.

SPAIN

A resurg of regionalism in Catalonla (north-
' tion to the l'rancd repime is spparent

n

c an ex. hich apparentily nas inspired a l{nlsteriasl
decree for tho formation of & now public order force at the
service of the provincial authorities. Tho consplcuously
inereascd use in business of the Catalan language, which the
regime has tricd to relegate to follilore by the techniques
also used against the Basques, is one of the manifestations
of the exasperation felt in Barcelona over the regime's
policiec. Resentment is especlally acute amony firms and-
banking; institutlons comnected with the Cotton Consortlum,
a longeestablished organization of private companies which
has handled group purchases of cotton for the textlle
industry. Minister of Industry and Commerce Suances has
sought over the past three years to break the power of this
group and hasg been able to embarrass 1ts operatlons through
his control of foreign exzchance and Import licenseso
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A finel stroke regacded as particilarly
disadvantageous by the Cataloiian interests is Suancexz’
decislon to establish ecmpotitive cotton mils in
Malaga, a3 a means of rclieviag the chronie unemployment
of southern Spain. This proposal 1s not ilioglcal, and
vnder a planned economy probavly can be Justified as a
benefieial industrial venture which ecould not be secom-
plished without Government fiaraneing; some dispersion of
industry between the nort:: and south of Spain dovbtless 1s
desirable. lorsover, the Barcelonsa interesis historleally
have explolited the intense regionallism of the Catalan
people in order to promote monopolistic advantages, and have
uged thelr political and commercial power to obstruct
competitive onterprises whish would have been helpfuvl to
other parts of Spain, (Completior of the railway froum
Madrid to Valencia, for example, was blocked for many
Jears ao as to keep Valencia from becoming a port which might
rival Barcelona,)

The possible merits of the CGovermmentis polliey in
thls Instance, however, ars not likely to produce quick
beneflts for the south which would offset Catalonlan
disaffection, were the latent spirit of rebellion in that
region ever allowed to come into full play. Since ths
unexplained blowing up of an ammunition dump near Barcelona
8 few weoks ago, the Goverrnment seems to be unusually
vligilant, The press announcement that troop strength in
the Pyrenses 1s being increased may in pert relate to this
domestic situation, as well as to Franco's deasirs to show
military alertness in view of the internstionsl situation.

-

The Don Juan Monarchists, presently in TLisbon. have
been encouraged by the vatican atf%f%ﬁg‘fowagﬁ Franco to
(see article under The Vatican) Increase their cautious offorts
to allign rellable adherents inside Spain., Jose Maria G1l
Robles, the Pretender's rightist Catholic adviser, is reported
to be staying at a secluded place in Spain near the Portugucse
border, possibly in comnectior +ith these efforts,

At the same time, ' several counterintrigues have
developed within the regime, Involving conservative Catholics
and lonarchists including the Forelgn Minister and Franeo's
Ambaggador to the Vatican. Such leaders apparently would

-~ L3 =
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like to msneuver both Franco and Don Juan into an
agracment - vhich essentially would preserve the present
situation, exclude the Scclalists and all Republican
elements, bubt introduce into the Goverrment & nominal
Christian Democrabtic representation, which 1t is hoped
would be accsptable to the Vatlcam and the Western
demoerecies. Franco is aware of thess machinations; whlle
playing for time, hs 1s relylng on his Falange advisers
to offset the influeonce of the consplrators. The onset
of the Korean crisis has afforded him an incalculable
advantage., Many members of the Govermment are confident
that Franco will now receive US military and sconomic ald
regardleas” of contrary politicel considerations. With few
exceptions, the military will support the regime es long
as they deem thls hope reasonableo

PORTUGAL

a

The Plenan%rCourt at Lisbon, in demonstrating
morked independence frcut police and zovernmental pressure

In Tts Insistence on literal-sppiication of the rolitical
Amnesty Law of 21 April 1950, may force the Government te
create o law which specificaily'makeg adherence to Conmunism
a criminal offense. °Otherwise, the pollce in thelr effeort to
prosecute Communists, may attempt to evade normal Judlelary
practices which they have hitherto closely respected, The
recent Ammesty Law was unanimously adopted by the Nationsl
Asgembly, against the recommendations of the Corporate
Chamber, in conjunction with the law revoking the baniskment
of the royal family.

The law of 21 Aprll amnesties political erimes,
with some exceptions, and provides for the relnstatment of
amnestied persons in civil or milltary positions under the

State or in the enjoyment of pension rights whlch they
normally would have earnsed. Thils law retains the stipulation
of a decres of 13 June 1949 to the effect that "preventive
meagures shall be taken" in regard to Communists; it does not,
howevor, dafine Communism as a crime. ‘

The courts, interpreting the law literally, have
recontly dismlissed cases sgainst seven of seventeesn defendants
accused of Communist Party actlvities, on the grounds that con=
victlon would only lead to application of tho Ammnesty Law. In
addition, police cases against members of the Natlional
Demoeratic: llovement, which is believed to have Communlst
memborship, and others accused of politieal erimos, were
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dismissed for the same reason. In the recant trlal of
Dre Alvar Cunhal, Secretary General of the Portuguese
Communist Party, the Coverrment was unable to refute the
defense’s argument that "nowhere In Portuguese law is
Communism specifieally declored to be a criminal offense."
Cunhal conseqrentl; recelved a Light sentence deaplte hig
admitted Communist activities.

BELGIUM

A Fhe forced sbdiecation of Kine Leonold on 1 A quat
afber only ton days on the ERTORS 58868 tho Immodidis orisies
in Bolgium but will by no means end the bitter regional and

political division of the nmation. Teebnleally, the King will
not abdleate until September 1951, when his helr, Prince
Paudouln, becomes 21 years old. BSaudouin will act as ragent:
in the Interim, so that for all practical purposes Leopoldts
abdlecation is effective immediately. Though the Flemings
will be dissatlsfied with Leopold's withdrawal, the fact

that the Soelal Christian (Catholic) leadorship was & party
to the agreement with the Soclallsts and Liberals, and that
the Catholic Party will remsin in power, precbably will prevent
any serious disturbances. Baudouln, as Leopold's succescor,
1s personally as woll as legally acceptable to the nation as
& whole, largely because so 1little 1s lmown about him.

The political sirifs and personel animosities
engendered by the strugsle over the King will hinder the
offective Implementation of covernmontal policles for soma
time, although there 1s basic agreement among the non= Conpiunlat
political partics on Belglum's internstional responslibllitiocs,.
The Soelal Christlan Party will econtinuc its deminant role,
whether in a one-~party Cabinet or in a coallition with the
Liberals. Although tho political breach would be healed more
rapldly 1f the Soelalistz were ineludsd in the Goverrment,
even for & short time, this is unlikely at present.
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